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FINANCIAL-COMPLIANCE  AUDITS 


Financial-compliance  audits  are  conducted  by  the  Office  of  the  Legislative  Auditor  to  deter- 
mine if  an  agency's  financial  operations  are  properly  conducted,  the  financial  reports  are  pre- 
sented fairly,  and  the  agency  has  complied  with  applicable  laws  and  regulations  which  could 
have  a  significant  financial  impact.  In  performing  the  audit  work,  the  audit  staff  uses  stand- 
ards set  forth  by  the  American  Institute  of  Certified  Public  Accountants  and  the  United  States 
General  Accounting  Office. 

Financial-compliance  audit  staff  members  hold  degrees  with  an  emphasis  in  accounting.  Most 
staff  members  hold  Certified  Public  Accountant  (CPA)  certificates. 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  our  financial-compliance  audit  report  on  Eastern 
Montana  College  for  the  two  fiscal  years  ended  June  30,  1986. 
Included  in  this  report  are  recommendations  concerning  recharge 
rates  for  services  provided  for  other  EMC  departments,  and 
compliance  with  state  and  federal  laws.  The  college's  responses 
are  contained  at  the  end  of  the  report. 

We  thank  the  President  and  his  staff  for  their  assistance  and 
cooperation. 

Respectfully  submitted, 


Scott  A.    Seacat 
Legislative  Auditor 
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SUMMARY   OF   RECOMMENDATIONS 

This  listing   serves  as  a  means  of  summarizing  the  recommendations 
contained   in  the  report  and  the  audited  agency's  reply. 
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Recommendation   #1 

EMC   review   recharge  rates  to  insure  the 
rates  approximate  the  cost  of  the  ser- 
vices provided  and   revise  rates  accord- 
ingly. 

Agency   Responses: 

EMC:      Concur.      See  page  32. 
CHE:      Concur.      See  page  36. 

Recommendation  #2 

EMC: 

A.  Utilize  the  contingent  revolving   fund 
for  transactions  which  comply  with 
state  policy. 

Agency  Response:      Concur.      See  page  33. 

B.  Maintain   required   records  for  the 
Contingent   Revolving    Fund. 

Agency   Response:      Concur.      See  page  33. 

Recommendation  #3 
EMC: 

A.  Determine  if  unallowable  recharge  costs 
have  been   paid  by  federal  programs. 

Agency   Response:      Concur.      See  page  34. 

B.  Refund  any  unallowable  costs  to  fed- 
eral  programs. 

Agency   Response:      Concur.      See  page  34 


Recommendation  #4 

EMC  obtain  all   required  documentation   prior 
to  awarding   Pell  grants. 

Agency   Response:      Concur.      See  page  34. 
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SUMMARY  OF   RECOMMENDATIONS   (continued) 

Page 

Recommendation   #5 

EMC  complete  and  submit  student  confirma- 
tion  reports  in  compliance  with   federal 
regulations.  7 

Agency   Response:      Concur.      See  page  34. 

Recommendation   #6 

EMC   review  student  lists  to  detect  students 

not   receiving   NDSL  exit  interviews.  8 

Agency   Response:      Concur.      See  page  35. 

Recommendation  #7 

EMC  continue  to  implement  procedures  to 

ensure  that  inventory   is  properly  valued.  9 

Agency   Response:      Concur.      See  page  35. 

Recommendation  #8 

EMC   record  audit  costs  in  accordance  with 

state  accounting  policy.  9 

Agency   Response:      Concur.      See  page  35. 


GENERAL 

We  performed  a  financial-compliance  audit  of  Eastern  Montana 
College  (EMC)  for  the  fiscal  years  ending  June  30,  1985,  and 
June  30,   1986.      The  objectives  of  our  audit  were  to: 

1)  determine  if  the  financial  statements  of  the  college  pre- 
sent fairly  its  financial  position  and  results  of  its 
operations  for  the  two  fiscal  years  ended  June  30,  1985, 
and   June  30,    1986; 

2)  determine  if  the  college  complied  with  state  and  federal 
laws  and  regulations  which  could  have  a  material  effect 
on  the  college's  financial   statements; 

3)  make  recommendations  for  the  improvement  of  management 
and   internal  controls;   and 

4)  determine  the  implementation  status  of  prior  audit  rec- 
ommendations. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and 
disclosed  the  costs,  if  significant,  of  implementing  recommendations 
made  in  this  report. 

We  thank  the  president  of  Eastern  Montana  College  and  his 
staff  for  their  cooperation  and  assistance  during  our  audit. 

BACKGROUND 

Eastern  Montana  College  was  established  in  Billings  by  the 
1927  Legislative  Assembly.  It  was  initially  called  Eastern  Montana 
Normal  School  at  Billings.  Its  name  was  changed  in  1949  to  East- 
ern Montana  College  of  Education,  and  in  1965  to  Eastern  Montana 
College.  The  college  offers  academic  programs  in  education, 
liberal  arts,  sciences,  business,  economics,  undergraduate  and 
graduate  teacher  education,  and  professional  and  vocational  educa- 
tion. Eastern  has  been  given  authority  to  grant  a  Bachelor  of 
Science  degree  in  education,  a  baccalaureate  degree  in  secondary 
education,  and  a  Master's  Degree  in  elementary  education.  In 
addition,  the  college  is  authorized  to  confer  liberal  arts  degrees  of 
Bachelor  of  Arts  and  Bachelor  of  Science.  In  1968,  authority  was 
given    to    grant    a    Master    of    Science    in    rehabilitation    counseling. 
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The  college  also  has  authority  to  award  degrees  of  the  Associate  of 
Arts  and  Associate  of  Science. 

The  college  is  under  the  control  and  supervision  of  the 
seven-member   Board  of  Regents  of  Higher  Education. 

The  campus  is  comprised  of  approximately  90  acres  of  land 
containing  nineteen  buildings  providing  administrative  offices, 
classrooms,  laboratories,  auditoriums,  physical  education  facilities, 
student  housing,   and  other  facilities. 

The  state  General  Fund  and  the  University  Millage  are  the 
primary  sources  of  revenue  to  operate  the  college.  Revenue  is 
also  generated  from  student  fees;  land  grant  income;  federal, 
state,   and   private  grants;   and  auxiliary  enterprise  operations. 

EMC  officials  stated  as  of  June,  1986  the  college  had  a  total 
of  850  employees  -  444  permanent  employees  and  406  temporary 
employees.  The  permanent  employees  consisted  of  165  faculty,  43 
contract  professional,  and  236  classified.  During  the  audit  period 
student  enrollment  was  approximately  4,000  students,  excluding 
summer  quarters.  A  schedule  of  enrollment  statistics  appears  on 
page  30. 

PRIOR  AUDIT    RECOMMENDATIONS 

Our  last  financial-compliance  audit  of  Eastern  Montana  College 
for  the  two  fiscal  years  ended  June  30,  1984,  contained  eighteen 
recommendations.  The  college  implemented  fourteen  of  the  recom- 
mendations, partially  implemented  three  of  the  recommendations, 
and  one  of  the  recommendations  is  no  longer  applicable.  The 
recommendations  which  the  college  partially  implemented  concern 
nontreasury  bank  accounts  (page  4),  valuation  of  physical  plant 
inventory  (page  8),  and  the  segregation  of  cash  receipt  duties 
which  was  discussed  with  college  officials. 

RECHARGE   CENTERS 

EMC  operates  eight  recharge  centers  within  the  Designated 
Subfund.  The  eight  centers  are:  Central  Stores,  Copy  Room, 
Motor   Pool,    Printing,    Computer,    Maintenance,    Telephone,    and  Mail. 


These   centers   provide   services   on   a    reimbursement   basis   for  other 
EMC   departments  or  offices. 

During  fiscal  year  1985-86,  the  eight  recharge  centers  had 
revenues  which  exceeded  expenditures  by  $201,024  and  ending 
fund  balances  of  $838,595  as  shown   below. 


Recharge  Centers 

Stores 
Copy  Room 
Motor  Pool 
Printing  Services 
Computer 

Maintenance  Service 
Telephone  Service 
Mail 

Total  Recharge 

Centers 


EMC  RECHARGE  CENTERS 
Fiscal  Year  1985-86 

Excess  Fund 

Revenues  Balance 

Over(Under)  June  30, 

Revenues   Expenditures  Expenditures  1986 


$ 


i   68,633   $   62,506 

$   6,127 

$  71,367 

100,026 

75,619 

24,407 

77,273 

21,109 

25,811 

(4,702) 

25,819 

166,975 

166,094 

881 

19,814 

674,206 

614,025 

60,181 

286,704 

798,743 

694,125 

104,618 

299,208 

392,250 

395,847 

(3,597) 

43,157 

99,176 

86,067 

13,109 

15,253 

$2,321,118      $2,120,094 


$201,024 


$838,595 


Source:      Prepared   by    the   Office   of    the   Legislative   Auditor 


Users  of  these  services  paid  $201,024  more  than  the  costs  of  the 
services  provided,  which  indicates  most  of  the  individual  recharge 
rates  may  have  been  too  high  during  fiscal  year  1985-86.  The 
accumulated  fund  balances  of  $838,500  indicate  revenues  exceeded 
expenditures  in  prior  years  also.  The  departments  or  offices 
which  pay  for  designated  goods  and  services  are  funded  in  part 
by  the  state  General  Fund  and/or  in  some  instances  by  federal 
programs.  It  was  not  practical  for  us  to  determine  the  portion  of 
the  $838,500  fund  balance  attributed  to  General  Fund  or  federal 
program  charges. 

In  order  to  minimize  the  impact  on  the  General  Fund  and 
ensure  users  are  not  overcharged,  EMC  officials  should  revise  the 
recharge      rates      to      ensure      the      revenue      from      the      recharges 


approximates  the  cost  of  the  services  provided.  The  rates  should 
be  adjusted  to  absorb  the  $838,595  fund  balance  over  future 
periods.  The  recharge  operations  should  be  periodically  reviewed 
during   the  year  and  the  rates  adjusted  as  necessary. 

RECOMMENDATION    #1 

WE  RECOMMEND  EMC  REVIEW  RECHARGE  RATES  TO  INSURE 
THE  RATES  APPROXIMATE  THE  COST  OF  THE  SERVICES 
PROVIDED   AND    REVISE   RATES  ACCORDINGLY. 


STATE   COMPLIANCE 

The  following  sections  discuss  instances  noted  where  EMC  was 
not  in  compliance  with   state  policy. 

Contingent   Revolving   Fund 

Section  17-2-201,  MCA,  allows  the  Department  of  Adminis- 
tration to  authorize  the  establishment  and  maintenance  of  contin- 
gent revolving  funds  for  specific  uses.  Montana  Operations  Manual 
(MOM)  2-1910.30  provides  detailed  criteria  for  payments  allowable 
from  the  contingent  revolving  fund.  MOM  2-1950.40  describes  the 
minimum  recordkeeping  requirements  for  a  revolving  fund.  We 
noted  the  following  examples  in  which  EMC  did  not  comply  with 
state   policy: 

1 .  Travel  Advances  -  EMC  routinely  pays  travel  advances 
out  of  tfie  contingent  revolving  fund.  MOM  2-1910.30 
specifies  only  emergency  travel  as  an  allowable  payment 
from  this  fund.  At  June  30,  1986,  outstanding  travel 
advances  to  EMC  employees  from  the  contingent  revolving 
fund  totaled  $13,338.21  . 

2.  Reimbursement  of  Postage  Meter  -  EMC  paid  $3,000  to 
reimburse  its  postage  meter.  The  payment  represents  a 
regular  anticipated  transaction  that  is  specifically  disal- 
lowed as  a  contingent   revolving   fund   use  by  MOM   2-1910.30 

3.  Travel  Reimbursement  -  EMC  paid  a  travel  reimbursement 
of    $1  ,236.29     to    an    applicant     for    a     teaching     position. 


The  travel  claim  was  an  anticipated  expenditure  that  was 
paid  two  months  after  the  travel  took  place.  Because 
the  travel  reimbursement  does  not  meet  the  criteria  for 
an  emergency,  it  represents  an  unauthorized  use  of  the 
contingent  revolving   fund. 

4.  Recordkeeping  -  In  reviewing  controls  over  the  Contin- 
gent Revolving  Fund,  we  noted  the  following  required 
records  were  not  maintained: 

A.  Written  standard  operating  procedures  detailing  the 
daily  use  of  the  account,  replenishment  procedures, 
and   reconciliation   procedures. 

B.  A  listing  of  all  persons  having  access  to  the  ac- 
count and  their  function   in   relation  to  the  account. 

As  noted,  the  examples  are  not  in  compliance  with  state 
policy.  The  contingent  revolving  funds  are  nontreasury  bank 
accounts  and  the  cash  balances  in  these  accounts  do  not  earn 
interest  for  the  state.  Accordingly,  state  policy  has  been  devel- 
oped which  attempts  to  minimize  the  amount  of  cash  and  related 
activity  in  nontreasury  accounts,  while  maintaining  a  system  to  pay 
for  items  on  an  emergency  or  immediate  needs  basis. 

RECOMMENDATION   #2 
WE   RECOMMEND   EMC: 

A.  UTILIZE  THE  CONTINGENT  REVOLVING  FUND  FOR 
TRANSACTIONS  WHICH   COMPLY   WITH   STATE   POLICY. 

B.  MAINTAIN  REQUIRED  RECORDS  FOR  THE  CONTINGENT 
REVOLVING   FUND. 


FEDERAL  COMPLIANCE 

The   following   sections  discuss   instances  of  noncompliance  with 
applicable  federal   regulations  noted  during  the  audit. 

Program  Charges 

As   discussed    previously   on   pages  2    through   4,    federal    funds 
may   have   been   overcharged   for   services   provided   by   the   recharge 


centers.  Federal  regulations  specifically  prohibit  any  charges  in 
excess  of  costs  or  interest  costs  to  be  included  as  a  charge  to 
federal  programs.  We  noted  that  the  computer  center  users  fee 
included  a  10.8  percent  surcharge  to  meet  the  debt  service  require- 
ments on  the  bonds  to  acquire  the  new  computer.  The  interest  on 
the  bonds  is  not  an  allowable  cost  under  federal  regulations.  It 
was  not  practical  for  us  to  determine  the  dollar  effect  on  federal 
programs.  EMC  officials  explained  that  any  impact  on  federal 
programs  would  not  be  significant.  Provisions  should  be  made  to 
ensure  only  allowable  costs  are  charged  to  federal   programs. 

RECOMMENDATION  #3 
WE  RECOMMEND  EMC: 

A.  DETERMINE  IF  UNALLOWABLE  RECHARGE  COSTS  HAVE 
BEEN  PAID  BY  FEDERAL  PROGRAMS. 

B.  REFUND   ANY   UNALLOWABLE   COSTS   TO   FEDERAL 
PROGRAMS. 


Pell  Grant  Awards 

Federal  regulations  require  institutions  to  award  Pell  grants 
only  to  students  who  have  demonstrated  eligibility.  During  the 
audit  period,  EMC  inadvertently  awarded  Pell  grants  to  three 
students  who  had  not  submitted  financial  aid  forms  documenting 
their  eligibility.  The  college  subsequently  obtained  the  necessary 
financial  aid  forms  from  one  of  the  students.  For  the  remaining 
two  students,  EMC  was  unable  to  obtain  the  financial  aid  forms 
necessary  to  document  student  eligibility.  As  a  result  of  the 
error,  EMC  used  state  funds  to  repay  the  Pell  program  $1,900  for 
the  two  Pell  grant  overawards. 

RECOMMENDATION   #4 

WE    RECOMMEND    EMC    OBTAIN    ALL    REQUIRED    DOCUMENTA- 
TION   PRIOR   TO  AWARDING    PELL  GRANTS. 


Guaranteed   Student   Loan   Program   Reporting 

Federal  regulations  require  schools  participating  in  the  Guar- 
anteed Student  Loan  Program  (GSLP)  to  report  changes  in  partic- 
ipating student's  enrollment  status  to  either  the  processing  center 
on  a  student  confirmation  report  (SCR)  or  directly  to  the  lending 
institution  by  letter.  The  change  in  the  student's  enrollment 
status  must  be  reported  within  sixty  days.  During  the  audit 
period,  EMC  only  submitted  the  student  confirmation  report  semi- 
annually and  did  not  notify  lending  institutions  directly.  As  a 
result,  changes  in  student's  enrollment  status  were  not  reported 
within  the  required  sixty  days.  In  order  to  efficiently  comply 
with  the  federal  regulations,  it  may  be  necessary  for  EMC  to 
develop  a  computer  program  to  review  student  files  from  the 
registrar  for  changes  in  enrollment  status.  We  estimate  the  devel- 
opment of  this  computer  program  can  be  accomplished  within  exist- 
ing  resources  of  the  college. 

RECOMMENDATION   #5 

WE     RECOMMEND     EMC     COMPLETE     AND     SUBMIT     STUDENT 

CONFIRMATION     REPORTS     IN     COMPLIANCE     WITH     FEDERAL 

REGULATIONS. 


National   Direct  Student  Loan   Procedures 

The  objective  of  the  National  Direct  Student  Loan  (NDSL) 
program  is  to  provide  long-term,  low  interest,  deferred  repayment 
loans  to  eligible  students  at  postsecondary  educational  institutions. 
Federal  regulations  require  an  institution  to  conduct  an  exit  inter- 
view with  each  student  borrower  before  he  or  she  leaves  the 
institution.  During  the  interview,  the  institution  must  tell  the 
borrower  that  the  loan  must  be  repaid  in  accordance  with  the 
repayment  schedule.  The  repayment  schedule  shows  the  borrower 
the  total  amount  of  the  loan,  the  repayment  amount,  and  the  date 
each   payment   is  due.      If  a   student   is   not  given   an   exit   interview. 


the    institution    is    required    to    mail    the    appropriate    information    to 
the  student. 

During  our  testing  of  ten  student  aid  files,  we  noted  one 
instance  that  EMC  did  not  give  an  exit  interview  to  a  graduating 
student  with  a  National  Direct  Student  Loan.  Also,  the  required 
information  was  not  mailed  to  the  student.  EMC  personnel  indicated 
that  the  student's  name  was  overlooked  when  the  list  of  graduating 
students  with  NDSLs  was  reviewed.  Based  on  our  work,  EMC  has 
a  system  to  provide  exit  interviews;  however,  the  system  could  be 
improved  if  the  student  list  documented  which  students  received 
exit  interviews  or  were  mailed  the  information.  A  review  of  the 
list  could  then  detect  any   students  which  were  overlooked. 

RECOMMENDATION   #6 

WE    RECOMMEND    EMC    REVIEW    STUDENT    LISTS    TO    DETECT 

STUDENTS   NOT    RECEIVING    NDSL  EXIT    INTERVIEWS. 


INVENTORY    PROCEDURES 

Our  previous  audit  report  contained  four  recommendations  on 
inventory  related  problems.  During  our  recent  audit,  we  noted 
that  EMC  has  improved  internal  controls  over  inventory.  The 
following  paragraphs  discuss  areas  in  which  EMC  can  continue  to 
improve  inventory  procedures. 

Physical   Plant 

We  reviewed  procedures  to  value,  count,  and  control  inven- 
tory. We  noted  that  unit  cost  amounts  for  recently  received  items 
are  not  always  updated  when  an  invoice  is  received  from  a  vendor. 
Unit  cost  amounts  need  to  be  reviewed  to  ensure  they  include 
current  invoice  costs. 

Bookstore 

In  testing  the  valuation  of  bookstore  inventory,  we  noted  an 
incorrect  unit  cost  for  two   inventory   items  out  of  ten   tested.      The 
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errors  were  made  when  the  unit  costs  were  calculated.  Bookstore 
personnel  indicated  that  they  relied  on  memory  for  the  discount 
percentages  used  in  the  unit  cost  calculations.  Discount  percent- 
ages should  be  obtained  directly  from  the  invoices  to  ensure  the 
accurate  calculation  of  unit  costs. 

RECOMMENDATION   #7 

WE  RECOMMEND  EMC  CONTINUE  TO  IMPLEMENT  PROCE- 
DURES TO  ENSURE  THAT  INVENTORY  IS  PROPERLY 
VALUED. 


AUDIT   APPROPRIATION 

The  Legislature  established  an  audit  appropriation  in  EMC's 
Current  Operating  Fund  to  cover  75  percent  of  the  cost  for  the 
financial-compliance  audit  of  the  college.  The  college  is  directed 
to  pay  the  additional  25  percent  of  audit  costs  from  funds  not 
appropriated  by  the  Legislature.  In  applying  the  full  accrual 
basis  of  accounting,  audit  cost  expenditures  should  be  recorded  in 
the  accounting  period  in  which  the  audit  work  is  performed.  At 
fiscal  year-end  1985-86,  EMC  improperly  accrued  the  remaining 
balance  of  the  audit  appropriation  and  a  corresponding  amount 
representing  its  25  percent  share  of  audit  costs  not  appropriated 
by  the  Legislature.  These  expenditures  represented  audit  work 
performed  in  fiscal  year  1986-87.  As  a  result  of  the  accrual, 
fiscal  year  1985-86  expenditures  are  overstated  by  $18,729  in  the 
Current  Unrestricted  Fund.  EMC  should  consult  with  officials  at 
the  Office  of  the  Commissioner  of  Higher  Education  for  guidance  in 
recording  audit  costs. 

RECOMMENDATION   #8 

WE     RECOMMEND     EMC     RECORD     AUDIT     COSTS     IN     ACCOR- 
DANCE WITH   STATE  ACCOUNTING   POLICY. 


ASSOCIATED   STUDENT   ORGANIZATIONS 

The  Associated  Students  of  Eastern  Montana  College  (ASEMC) 
is  an  organization  representing  all  registered  students  at  the 
college.  The  Board  of  Regents  and  the  college  administration  do 
not  take  an  active  role  in  the  day-to-day  operations  of  ASEMC. 
However,  the  student  organization  must  follow  the  University 
System  policies  and  procedures.  According  to  these  policies, 
ASEMC's  constitution  is  subject  to  approval  by  the  President  of  the 
college  and  ASEMC  must  follow  applicable  state  and  federal 
laws/regulations  and  Regents'/EMC  policies.  This  includes,  but  is 
not  limited  to,    purchasing,   travel,    personnel,   and  accounting. 

ASEMC  receives  funding  from  mandatory  student  activity  fees 
established  by  the  Board  of  Regents,  receipts  from  all  activities 
and  benefits  conducted  by  ASEMC  and  from  donations.  During  the 
audit  period,  the  college  accounted  for  these  activities  in  an 
agency  fund.  According  to  generally  accepted  accounting  princi- 
ples (GAAP),  an  agency  fund  is  used  to  account  for  the  resources 
held  by  the  college  as  a  custodian  or  fiscal  agent  for  individual 
students,  faculty,  staff  members,  and  organizations.  Officials 
from  the  Office  of  the  Commissioner  of  Higher  Education  stated  the 
college  and  the  Board  of  Regents  exercise  significant  control  by 
establishing  policies  which  the  student  organization  must  follow. 
Accordingly,  the  activities  do  not  meet  the  criteria  of  an  agency 
fund  and  would  be  more  appropriately  recorded  in  the  Designated 
Subfund.  The  Designated  Subfund  is  used  to  account  for  re- 
sources that  are  internally  designated  by  the  governing  board. 

The  Office  of  the  Commissioner  of  Higher  Education  notified 
EMC  on  February  4,  1987,  that  the  accounting  and  financial  report- 
ing of  student  organizations  would  be  moved  from  the  Agency  Fund 
to  the  Designated  Subfund.  Accordingly,  we  make  no  recommenda- 
tions. 
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AUDITOR'S  OPINION    LETTER 
AND   AGENCY   FINANCIAL  STATEMENTS 


The  accompanying  Schedule  of  Enrollment  Statistics  is  pre- 
sented for  additional  analysis  and  disclosure  purposes  and  is  not  a 
required  part  of  the  financial  statements  for  Eastern  Montana 
College.  This  schedule  has  been  subjected  to  the  auditing  proce- 
dures applied  in  the  examination  of  the  basic  financial  statements 
and,  in  our  opinion,  is  fairly  stated  in  all  material  respects  in 
relation   to  the  basic  financial   statements  taken  as  a  whole. 

Respectfully  submitted, 

James  Gillett,    CPA 
Deputy   Legislative  Auditor 


October  31  ,   1986 
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EASTERN  MONTANA  COLLEGE 
BALANCE  SHEET 
JUNE  30,  1986 


ASSETS 


LIABILITIES  AND  FUND  BALANCE 


CURRENT  FUNDS: 
Unrestricted: 
Cash 

Investments  (Note  2) 
Due  From  Other  Funds 

Accounts  Receivable  Less  Allowance  for 
Doubtful  Collections  of  $39,661 
Inventories  (Note  3) 
Prepaid  Expenses 


Total  Unrestricted 


$2,216,498 
268,338 
448,680 

324,895 

721,796 

76,008 


4,056,215 


CURRENT  FUNDS: 
Unrestricted: 
Accounts  Payable  and  Accrued  Liabilities  $   721,813 

Accrued  Liability  for  Compensated  Absences  (Note  7)  950,760 

Student  Deposits  17,807 

Due  to  State  of  Montana  General  Fund  2,000 

Due  to  Other  Funds  461,037 

Deferred  Revenue  441,966 
Fund  Balances: 

Reserve  for  Inventories  267,120 

Fund  Balance  1,193,712 

Total  Unrestricted  4,056,215 


Restricted: 
Cash 

Due  From  Federal  Government 
Due  From  State  Government 
Accounts  Receivable 
Due  From  Other  Funds 
Prepaid  Expenses 
Total  Restricted 

TOTAL  CURRENT  FUNDS 


62,020 

108,239 

25,275 

19,722 

88 

1,150 

216,494 

$4,272,709 


Restricted: 
Accounts  Payable  and  Accrued  Liabilities 
Due  to  Other  Funds 

Deferred  Revenue  -  Federal  Government 
Deferred  Revenue  -  All  Other  Sources 
Fund  Balance 

Total  Restricted 

TOTAL  CURRENT  FUNDS 


23,055 
33,457 
51,872 
65,859 
42,251 


216,494 
$4,272,709 


LOAN  FUNDS: 
Cash 

Investments  (Note  2) 
Due  From  Other  Funds 
Accounts  Receivable 
Loans  Receivable  Less  Allowance  for 
Doubtful  Collections  of  $1,231  (Note  4) 


i   65,780 
39,378 
1,151 
(1,926) 

1,961,294 


LOAN  FUNDS: 
Due  to  Other  Funds 
Fund  Balances: 
National  Direct  Student  Loan  Program: 
U.S.  government  grants  refundable  less 
cumulative  cancellations  and  other 
reduction  of  $486,503  in  1986  and 
$533,875  in  1985 

Collect  Contributions-Restricted 


918 


1,795,019 
256,577 


Total  NDSL 

Other  College  Funds-Restricted 


2,051,596 
13,163 


TOTAL  LOAN  FUNDS 


$2,065,677 


Total  Fund  Balances 
TOTAL  LOAN  FUNDS 


2,064,759 
$2,065,677 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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ASSETS 

PLANT  FUNDS: 
Unexpended: 
Cash  in  Treasury 
Cash  Held  by  Bond  Trustee 
Investments  Held  by  Bond  Trustee 
Interest  Receivable 
Construction  Advances 
Construction  in  Progress 

Total  Unexpended 


EASTERN  MONTANA  COLLEGE 

BALANCE  SHEET 

JUNE  30,  1986 

(continued) 


i  835 

49,395 

4,231,634 

74,071 

2,977 

5,690,559 

10,049,471 


LIABILITIES  AND  FUND  BALANCE 

PLANT  FUNDS: 
Unexpended: 
Inter-entity  Loan  Payable 

Accounts  Payable  and  Accrued  Expenditures 
Bonds  Payable 
Fund  Balance 


Total  Unexpended 


300 

649 

8,147,899 

1,900,623 


10,049,471 


Renewals  and  Replacements: 
Cash  in  Treasury 
Cash  Held  by  Bond  Trustee 
Investments  Held  by  Bond  Trustee  (Note  2) 
Investments  Held  by  State  of  Montana  (Note  2) 
Accrued  Interest  Purchased 
Inter-entity  Receivable 
Accounts  Receivable  less  Allowance  for 
Doubtful  Accounts  of  $700 
Interest  Receivable 

Total  Renewals  and  Replacements 


69,427 

25 

908,304 

49,514 

2,803 

300 

3,042 
22,213 


1,055,628 


Renewals  and  Replacements: 
Accrued  Liability 
Fund  Balance 


1,274 
1,054,354 


Total  Renewals  and  Replacements 


1,055,628 


Retirement  of  Indebtedness: 

Cash  in  Treasury  13,422 

Cash  Held  by  Bond  Trustee  11,313 

Investments  Held  by  Bond  Trustee  (Note  2)  1,420,115 

Investments  Held  by  State  of  Montana  (Note  2)  64,368 

Interest  Receivable  24,526 

Total  Retirements  of  Indebtedness  1,533,744 


Retirement  of  Indebtedness: 
Accrued  Bond  Interest  Payable 
Fund  Balance 


Total  Retirements  of  Indebtedness 


39,360 
1,494,384 


1,533,744 


Investment  in  Plant  (At  Cost  of  Acquisition) : 

Intangible  Assets  77,028 

Land  1,140,540 

Buildings  20,920,432 

Other  Improvements  697,629 

Equipment  5,052,573 

Library  Books  2,634,087 

Total  Investment  in  Plant                     30,522,289 

TOTAL  PLANT  FUNDS  $43,161,132 


Investment  in  Plant: 
Contract  and  Notes  Payable 
Bonds  Payable  (Note  5) 
Net  Investment  in  Plant 


Total  Investment  in  Plant 
TOTAL  PLANT  FUNDS 


189,000 

3,706,555 

26,626,734 


30,522,289 
$43,161,132 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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EASTERN  MONTANA  COLLEGE 

BALANCE  SHEET 

JUNE  30,  1986 

(continued) 


ASSETS 

AGENCY  FUNDS: 
Cash 

Investments  (Note  2) 
Accounts  Receivable 
Interest  Receivable 

TOTAL  AGENCY  FUNDS 


$16,170 

9,932 

2,784 

250 

$29,136 


LIABILITIES  AND  FUND  BALANCE 

AGENCY  FUNDS: 
Accounts  Payable  and  Accrued  Liabilities 
Due  to  Other  Funds 
Property  Held  in  Trust 


TOTAL  AGENCY  FUNDS 


$  1,441 

197 

27,498 


$29,136 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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EASTERN  MONTANA  COLLEGE 


REVENUES  AND  OTHER  ADDITIONS: 
Tuition  and  Fees 
Montana  General  Fund  Transfers 
Montana  Millage  Fund  Transfers 
Land  Grant  Income 
Indirect  Cost  Recoveries 
Sales,  Services  and  Miscellaneous 
Investment  Income 

Sales  &  Services  of  Auxiliary  Enterprises 
Federal  Grants  and  Contracts 
State  Grants  and  Contracts 
Local  Government  Grants  and  Contracts 
Other  Grants,  Contracts,  and  Donations 
Interest  Earned  on  Loans 
Investment  in  Plant  Facilities 
Retirement  of  Indebtedness 
Other 

TOTAL  REVENUES  AND  OTHER  ADDITIONS 

EXPENDITURES  AND  OTHER  DEDUCTIONS: 
Current  Funds  Expenditures 
Indirect  Costs  Recovered 
Loan  Cancellations  and  Write-offs 
Collection  Costs 
Expended  for  Plant  Facilities 
Retirement  of  Indebtedness 
Interest  on  Indebtedness 
Disposal  of  Plant  Facilities 
TOTAL  EXPENDITURES  AND  OTHER  DEDUCTIONS 

TRANSFERS  AMONG  FUNDS-ADDITIONS  (DEDUCTIONS) : 
Current  Year  Increase  in  Compensated 

Absences 
Mandatory  Transfers 
Nonmandatory  Transfers 
Liability  for  General  Fund  Reversion 
Excess  of  Recharge  Revenue  Over  Expenditure 
TOTAL  TRANSFERS  AND  ADDITIONS  (DEDUCTIONS) 

NET  INCREASE  (DECREASE)  IN  FUND  BALANCE 

FUND  BALANCE  AT  BEGINNING  OF  YEAR 
Net  effect  of  prior  period  adjustments 
1985  "A"  Accruals 
Move  Equity  to  NIIP 

FUND  BALANCE  AT  END  OF  YEAR 


STATEMENT  OF  CHANGES  IN 

FUND  BALANCES 

FISCAL  YEAR  ENDED  JUNE  30,  1986 

CURRENT 

FUNDS            LOAN  FUNDS 

PLANT 

FUNDS 

Renewals  & 

Retirement  of 

Investment 

Unrestricted 

Restricted 

Unexpended 

Replacements 
$   145,275 

Indebtedness 

in  Plant 

$4,391,298 

8,894,894 

$   58,417 

1,869,920 

268,611 

122,163 

410,853 

21,160 

$ 

1,762       431,042 

111,261 

$   157,186 

3,489,976 

$2,668,802 

90,672 

56,364 

355,693 

78,321 

134,116 

(68,276) 
(1,628,378) 

(15,799) 
(2,000) 

201,024 
(1,513,429) 

(370,901) 

1,310,123 

40,658 

213,832 

$  1,193,712 


14,799 


14,799 


35,608 


4,333 


(5,632) 


72,240 


47,883 


1,992,519 


323 


19,525,239 

3,236,932 

132,375 

489,782 

18,382,711 

3,149,785 

107,578 

14,586 

38,747 

6,802 

(436,169) 
436,331 

18,382,711 

3,257,363 

60,135 

162 

$   42,251     $2,064,759 


(6,605,726) 


(6,605,726) 

(6,116,106) 

5,412,685 
(2,376) 

2,606,420 
$1,900,623 


256,536 


73,566 


73,566 


(49,000) 


(49,000) 


133,970 

919,784 
600 


$1,054,354 


157,186 


7,825,067 
728,685 

8,553,752 


8,932,050 

8,932,050 
535,484 


961,516 


(2,616) 


$  2,037,567 
3,601,955 

5,639,522 


162,961 


162,961 


5,476,561 
21,150,173 


$1,494,384    $26,626,734 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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EASTERN  MONTANA  COLLEGE 

STATEMENT  OF  CHANGES  IN  FUND  BALANCES 

FISCAL  YEAR  ENDED  JUNE  30,  1985 


CURRENT  FUNDS 


REVENUES  AND  OTHER  ADDITIONS: 
Tuition  and  Fees 
State  of  Montana  Appropriations 
Indirect  Cost  Recoveries 
Sales,  Services  and  Miscellaneous 
Investment  Income 
Auxiliary  Enterprises  Income 
Federal  Grants  and  Contracts 
State  Grants  and  Contracts 
Local  Government  Grants  and  Contracts 
Other  Grants,  Contracts,  and  Donations 
Interest  Earned  on  Loans 
Investment  in  Plant  Facilities 
Retirement  of  Indebtedness 
Other 

Bond  Proceeds 
Gain  on  Refunding 

TOTAL  REVENUES  AND  OTHER  ADDITIONS 

EXPENDITURES  AND  OTHER  DEDUCTIONS: 
Current  Funds  Expenditures 
Indirect  Costs  Recovered 
Loan  Cancellations  and  Write-offs 
Collection  Costs 
Expended  for  Plant  Facilities 
Retirement  of  Indebtedness 
Interest  on  Indebtedness 
Disposal  of  Plant  Facilities 
TOTAL  EXPENDITURES  AND  OTHER  DEDUCTIONS 

TRANSFERS  AMONG  FUNDS-ADDITIONS  (DEDUCTIONS) 
Current  Year  Increase  in  Compensated 

Absences 
Mandatory  Transfers 
Nonmandatory  Transfers 

§  Liability  for  General  Fund  Reversion 
— - 


Unrestricted 

$  3,220,390 

10,911,937 

83,228 

470,105 

4,463,630 

44,764 


NET  INCREASE  (DECREASE)  IN  FUND  BALANCE 


FUND  BALANCE  AT  BEGINNING  OF  YEAR 
Cumulative  effect  of  change  in  accounting 

method 
Net  effect  of  prior  period  adjustments 
Transfer  of  fund  balance 

FUND  BALANCE  AT  END  OF  YEAR 


19,194,054 


20,019,620 


20,019,620 


(136,014) 


(2,823) 
(138,837) 

(964,403) 

1,824,359 

432,330 
(2,227) 
20,064 
$  1,310,123 


Restricted 


$2,498,541 

319,539 

42,810 

147,563 


3,008,453 


2,924,461 
82,764 


3,007,225 


8,000 


8,000 


9,228 


100,892 


(42,173) 
(20,064) 


LOAN  FUNDS 


3,907 
104,967 

31,350 

6,450 

146,674 


15,150 

52,941 

7,151 


75,242 


71,432 


1,921,087 


Unexpended 

$   474,921 

235,165 


710,086 


841,605 


841,605 


4,084,629 


4,084,629 
3,953,110 


1,459,575 


PLANT  FUNDS 


Renewals  & 
Replacements 

$131,598 


53,916 


185,514 


$   47,883 


$1,992,519     $5,412,685 


232,752 
232,752 

521,542 

521,542 
474,304 
445,480 

$919,784 


Retirement  of   Investment 
Indebtedness     in  Plant 


$   87,762 


7,380,000 
1,541,893 
9,009,655 


457,257 

5,039,160 

659,932 

6,156,349 


(2,698,751) 

(2,698,751) 
154,555 


1,431,828 
5,039,160 


6,470,988 


7,123,888 


233,212 
7,357,100 


(886,112) 


806,961     22,036,285 


$  961,516    $21,150,173 


Notes  to  financial  statements  are  an  integral  part  of  this  statement, 
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EASTERN  MONTANA  COLLEGE 

STATEMENT  OF  CURRENT  FUND  REVENUES, 

EXPENDITURES,  AND  OTHER  CHANGES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1986 


REVENUES: 
Educational  and  General  Funds: 
Tuition  and  Fees 
Montana  General  Fund  Transfers 
Montana  Millage  Fund  Transfer 
Sales,  Services,  and  Miscellaneous 
Indirect  Cost  Recoveries 
Federal  Grants  and  Contracts 
State  Grants  and  Contracts 
Local  Government  Grants,  Contracts, 

and  Donations 
Other  Grants,  Contracts,  and 
Donations 
Total 

Designated  Funds: 
Tuition  and  Fees 

Sales,  Services,  and  Miscellaneous 
State  Grant  for  College  Workstudy 

Program 
Indirect  Cost  Recoveries 
Total 

Auxiliary  Enterprises: 
Tuition  and  Fees 
Land  Grant  Income 
Investment  Earnings 
Sales,  Services,  and  Miscellaneous 
Total 

TOTAL  CURRENT  REVENUES 


Unrestricted 

Restricted 

1986 
Total 

$  2,908,238 

8,894,894 

1,869,920 

23,775 

85,000 

$2, 

,668, 
355, 

,802 
,693 

$  2,908,238 

8,894,894 

1,869,920 

23,775 

85,000 

2,668,802 

355,693 

78, 

,321 

78,321 

3. 

134, 
,236, 

,116 
,932 

134,116 

13,781,827 

17,018,759 

685,922 
387,078 

685,922 
387,078 

56,364 
37,163 

56,364 
37,163 

1,166,527 

1,166,527 

797,138 

268,611 

21,160 

3,489,976 

797,138 

268,611 

21,160 

3,489,976 

4,576,885 

4,576,885 

$19,525,239 

$3 

,236 

,932 

$22,762,171 

The  notes  to  the  financial  statements  are  an  integral  part  of  these  statements 
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EASTERN  MONTANA  COLLEGE 


STATEMENT 

OF 

CURRENT  FUND  REVENUES 

» 

EXPENDITURES,  AND  OTHER  CHANGES 

FOR  THE 

FISCAL 

YEAR 

ENDED  JUNE  30 

,  1986 

'continued) 

■« 

1986 

Unrestricted 

Restricted 

Total 

EXPENDITURES: 

Educational  and  General  Funds 

Instruction 

$  6,640,702 

$ 

357,187 

$  6,997,889 

Research 

74,659 

74,659 

Public  Service 

224,708 

574,038 

798,746 

Academic  Support 

1,687,332 

14,640 

1,701,972 

Student  Services 

1,571,222 

554,375 

2,125,597 

Institutional  Support 

1,411,036 

30,796 

1,441,832 

Operation  and  Maintenance 

of 

Plant 

1,964,636 

1,964,636 

Student  Aid 

312,905 

1 

,651,668 

1,964,573 

Total 

13,812,541 

3 

,257,363 

17,069,904 

Designated  Funds: 

Instruction 

205,137 

205,137 

Public  Services 

266,055 

266,055 

Academic  Support 

3,054 

3,054 

Student  Services 

461,145 

461,145 

Institutional  Support 

5,000 

5,000 

Recharge  Centers 

79,718 

79,718 

Mandatory  Transfers 

64,260 
1,084,369 

64,260 

Total 

1,084,369 

Auxiliary  Enterprises: 

Expenditures 

3,550,061 

3,550,061 

Mandatory  Transfers: 

Principal  and  Interest 

1,505,334 

1,505,334 

Other 

58,784 
5,114,179 

58,784 

Total 

5,114,179 

TOTAL  CURRENT  EXPENDITURES  AND 
MANDATORY  TRANSFERS 

OTHER  TRANSFERS  AND  ADDITIONS 
(DEDUCTIONS) 
Current  Year  Increase  in  Compensated 

Absences 
Nonmandatory  Transfers 
Liability  for  General  Fund  Reversion 
Excess  of  Recharge  Revenue  Over 
Expenditures 


$20,011,089   $3,257,363   $23,268,452 


(68,276) 
(15,799)  $ 
(2,000) 

201,024 


14,799 


(68,276) 
(1,000) 
(2,000) 

201,024 


TOTAL  OTHER  TRANSFERS  AND 
ADDITIONS  (DEDUCTIONS) 


114,949 


14,799 


129,748 


NET  INCREASE  (DECREASE)  IN 
FUND  BALANCE 


$   (370,901)  $    (5,632)  $   (376,533) 


The  notes  to  the  financial  statements  are  an  integral  part  of  these  statements 
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EASTERN  MONTANA  COLLEGE 

STATEMENT  OF  CURRENT  FUND  REVENUES, 

EXPENDITURES,  AND  OTHER  CHANGES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1985 


REVENUES: 
Educational  and  General  Funds: 
Tuition  and  Fees 
Montana  General  Fund  Transfers 
Montana  Millage  Fund  Transfer 
Land  Grant  Income 

Sales,  Services,  and  Miscellaneous 
Indirect  Cost  Recoveries 
Federal  Grants  and  Contracts 
State  Grants  and  Contracts 
Local  Government  Grants,  Contracts, 

and  Donations 
Other  Grants,  Contracts,  and 

Donations 
Total 


1985 

Unrestricted 

Restricted 

Total 

$  2,517,605 

$  2,517,605 

8,970,854 

8,970,854 

1,807,000 

1,807,000 

134,083 

134,083 

30,350 

30,350 

83,228 

83,228 

$2 

,498, 

541 

2,498,541 

319 

,539 

319,539 

42,810 


147,563 


42,810 


147,563 


13,543,120   3,008,453   16,551,573 


Designated  Funds: 
Tuition  and  Fees 

Sales,  Services,  and  Miscellaneous 
State  Grant  for  College  Workstudy 

Program 
Indirect  Cost  Recoveries 
Total 


702,785 
425,068 

44,764 
14,687 


702,785 
425,068 

44,764 
14,687 


1,187,304 


1,187,304 


Auxiliary  Enterprises: 

Tuition  and  Fees  583,324 

Land  Grant  Income  134,083 

Investment  Earnings  74,449 

Sales,  Services,  and  Miscellaneous  3,671, 774 

Total  4,463,630 


583,324 

134,083 

74,449 

3,671,774 

4,463,630 


TOTAL  CURRENT  REVENUES 


$19,194,054   $3,008,453   $22,202,507 


The  notes  to  the  financial  statements  are  an  integral  part  of  these  statements 
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EASTERN  MONTANA  COLLEGE 


STATEMENT 

OF 

CURRENT  FUND  REVENUES 

> 

EXPENDITURES, 

AND  OTHER  CHANGES 

FOR  THE  FISCAL 

YEAR  ENDED  JUNE  30 

,  1985 

[continued) 

1985 

Unrestricted 

Restricted 

Total 

EXPENDITURES: 

Educational  and  General  Funds 

Instruction 

$  6,540,759 

$ 

381 

,047 

$  6,921,806 

Research 

44 

,654 

44,654 

Public  Service 

211,112 

499 

,169 

710,281 

Academic  Support 

1,660,397 

56 

,295 

1,716,692 

Student  Services 

1,526,394 

664 

,182 

2,190,576 

Institutional  Support 

1,317,278 

82 

,182 

1,399,460 

Operation  and  Maintenance  of 

Plant 

2,016,477 

2,016,477 

Student  Aid 

272,619 

1 

,279 

,696 

1,552,315 

Total 

13,545,036 

3 

,007 

225 

16,552,261 

Designated  Funds: 

Instruction 

249,503 

249,503 

Public  Services 

258,202 

258,202 

Academic  Support 

3,864 

3,864 

Student  Services 

767,005 

767,005 

Recharge  Centers 

83,299 

83,299 

Mandatory  Transfers 

107,320 
1,469,193 

107,320 

Total 

1,469,193 

Auxiliary  Enterprises: 

Expenditures 

3,549,974 

3,549,974 

Mandatory  Transfers: 

Principal  and  Interest 

485,707 

485,707 

Ref inancing-1984  Series  A  Bonds 

978,715 

978,715 

Other 

(9,005) 

(9,005) 

Total 

5,005,391 

5,005,391 

TOTAL  CURRENT  EXPENDITURES  AND 
MANDATORY  TRANSFERS 

OTHER  TRANSFERS  AND  ADDITIONS 
(DEDUCTIONS) 

Current  Year  Increase  in  Compensated 
Absences 

Nonmandatory  Transfers 

Liability  for  General  Fund  Reversion 


$20,019,620   $3,007,225   $23,026,845 


$   (136,014) 


8,000 


(2,823) 


(136,014) 
8,000 
(2,823) 


TOTAL  OTHER  TRANSFERS  AND 
ADDITIONS  (DEDUCTIONS) 


(138,837) 


8,000     (130,837) 


NET  INCREASE  (DECREASE)  IN 
FUND  BALANCE 


$   (964,403)  $    9,228   $   (955,175) 


The  notes  to  the  financial  statements  are  an  integral  part  of  these  statements 
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EASTERN   MONTANA   COLLEGE 
NOTES   TO   FINANCIAL  STATEMENTS 
JUNE   30,    1986 
1.        BASIS   OF  ACCOUNTING 

The  financial  statements  of  Eastern  Montana  College  are  pre- 
pared on  the  accrual  basis  of  accounting  except  for  depreciation 
accounting  and  allowance  for  uncollectible  loans  as  explained  in  Note 
4  to  the  financial  statements.  The  statement  of  Current  Funds 
Revenues,  Expenditures,  and  Other  Changes  is  a  statement  of 
financial  activities  of  current  operating  funds  related  to  the  year 
ended  June  30,  1986.  It  does  not  purport  to  present  the  results  of 
operations  or  the  net  income  or  loss  for  the  period  as  would  a 
statement  of  income  or  a  statement  of  revenues  and  expenses. 

In  order  to  ensure  observance  of  limitations  and  restrictions 
placed  on  the  use  of  the  resources  available  to  the  College,  the 
accounts  are  maintained  in  accordance  with  the  principles  of  fund 
accounting.  This  is  the  procedure  by  which  resources  for  various 
purposes  are  classified  into  funds  that  are  in  accordance  with 
activities  or  objectives  specified.  Separate  accounts  are  maintained 
for  each  fund.  However,  in  the  accompanying  financial  statements, 
funds  that  have  similar  characteristics  have  been  combined  into 
fund  groups. 

Current  operating  funds  include  unrestricted  funds  allocated  to 
specific  purposes  by  action  of  the  Board  of  Regents  and  funds 
restricted  by  outside  sources.  Externally  restricted  funds  may  only 
be  utilized  in  accordance  with  the  purposes  established  by  the 
source  of  such   funds. 

To  the  extent  that  current  funds  are  used  to  finance  plant 
assets,  the  amounts  so  provided  are  reported  as  (1)  expenditures, 
in  the  case  of  normal  replacement  of  movable  equipment  and  library 
books;  (2)  mandatory  transfers  in  the  case  of  required  provisions 
for  debt  amortization,  interest,  equipment  renewal  and  replacement; 
and   (3)    transfers  of  a  non-mandatory  nature  for  all  other  cases. 
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Cains  and  losses  arising  from  the  sale,  collection  or  other 
disposition  of  investments  and  other  non-cash  assets  are  reported  in 
the  fund  which  owned  such  assets.  Ordinary  income  derived  from 
investments,  receivables  and  the  like,  is  reported  in  the  fund 
owning  such  assets.  Restricted  revenue  derived  from  gifts, 
grants,  and  appropriation  and  other  restricted  sources  are  reported 
in  the  appropriate  funds. 

In  accordance  with  generally  accepted  accounting  principles, 
the  College  does  not  recognize  liabilities  for  items  ordered  but  not 
yet  received.  Beginning  in  fiscal  year  1986,  these  accruals  are 
removed  from  the  financial  statements. 

Other  significant  accounting  policies  are  set  forth  in  the 
accompanying   financial   statements  and  notes  thereto. 

2.        INVESTMENTS 

All     investments    are     recorded     at     cost.        Investments    consist 

primarily   of  amounts   invested,    through    the   Montana    State    Board   of 

Investments  using   its  short-term  investment  pool  and   U.S.    Treasury 

Bills   and    by    the   trustee   as    required    by    the   bond    indenture.      The 

cost    and    market    value    of    the    investments    at    June    30,    1986    were 

approximately    equal.       Investments    owned    by    the    various    funds    at 

June  30,    1986,   are  as  follows: 

Cost 
Current  unrestricted  funds: 

Auxiliary  enterprises  $   149, 144 

Loan  Funds  39,378 

Plant   Funds: 

Unexpended  4,345,516 

Renewals   and   replacements  957,818 

Retirement   of   Indebtedness  1,484,483 

Agency   Fund  129,126 

Total  $7,105,465 


Investment   income  is  generally   recorded  when   received, 
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3.  INVENTORIES 

It  is  the  policy  of  the  College  to  record  supplies  inventories 
for  certain  educational  and  service  departments  in  addition  to 
inventories  held  for  resale  in  auxiliary  enterprises  such  as  the 
bookstore  and  student  union.  All  recorded  inventories  are  stated 
at  cost  or  market  using   the  first-in,   first-out  method. 

4.  ALLOWANCE  FOR  DOUBTFUL  ACCOUNTS  -  LOAN  FUNDS 

No  provision  for  uncollectible  National  Direct  Student  Loans 
has  been  provided  for  in  the  accompanying  financial  statements. 
The  following  statistics  will  be  reflected  in  the  annual  report  of  the 
financial  aid  programs  to  the  Department  of  Education: 

Student    loan  amounts  advanced  -  all  borrowers  $4,634,931 

Total  value  of   loan  advances  not   in   repayment 
status    (grace  period,    armed   forces,    Peace 
Corps,   Vista,    student   status,    hardship)  $      613,462 

Total   amount   of  matured  principal  $4,021,469 

Total   amount   of   delinquent    loans  $      356,360 

Percentage   of   loans   in  default  8.86% 

The  College  follows  accounting  practices  for  the  National  Direct 
Student  Loan  Fund  that  are  in  accordance  with  government  regu- 
lations. Those  regulations  do  not  provide  for  recognition  of  inter- 
est receivable  or  future  loan  cancellations  by  the  government.  To 
that  extent  the  portion  of  the  financial  statements  relating  to  loan 
funds  are  at  variance  with  generally  accepted  accounting  principles. 
However,  90%  of  any  interest  receivable  or  uncollectible  loans  and 
100%  of  government  cancellations  would  add  to  or  reduce  the  U.S. 
Government's  portion  of  the  fund  balance  and,  therefore,  would  not 
have  significant  effect  on  the  College's  overall  financial  position. 
The  allowance  for  doubtful  accounts  of  $1,231  shown  on  the  accom- 
panying balance  sheet  is  for  the  College's  other  loan   fund. 
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5.        BONDS   PAYABLE 

At  June  30,  1986  the  College  had  $11,854,454  in  outstanding 
revenue  bonds  payable.  These  bonds  were  issued  for  refinancing, 
remodeling  the  Student  Union,  and  other  projects.  A  summary  of 
these  bonds  follows: 

Eastern  Montana  College  Revenue  Bonds: 

Series  A  1985  -  8.7%  to  9.5%  Payable  in  varying 

annual  installments  through  2004  $7,125,000 

Series  B  1985  -  5.25%  to  8.375%  Payable  in 

varying  annual  installments  through  1996  $3,825,000 

Montana  Board  of  Regents  Special  Purpose  Bonds: 
Series  C  1985  -  5.5%  to  8.0%  Payable  in 
varying  annual  installments  through  1992  $   904,452 

The  Series  A  and  Series  B  bonds  are  secured  by  a  first  lien 
on  a  pledge  of  gross  revenues  derived  directly  or  indirectly  from 
(a)  all  student  building  fees  assessed  students  attending  the 
College,  (b)  all  land  grant  income  received  by  the  College,  and  (c) 
the  operation  and  use  of  the  income  facilities. 

The  Series  A  and  Series  B  bond  agreements  require  a  deposit 
of  $1,114,000  to  a  debt  service  reserve  fund  account.  Also,  a 
repair  and  replacement  reserve  account  was  established  requiring  an 
initial  deposit  of  $900,000. 

The  annual  debt  service  requirements  for  the  next  five  years, 
including   interest,   as  of  June  30,    1986  are  as  follows: 
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Year   Ending 

June    30  Series  A  Series   B 

1987  $        662,375  $      535,406 

1988  662,375  535,331 

1989  662,375  537,494 

1990  662,375  536,881 

1991  662,375  538,531 
After   1991    (Cumulative)  13,949,913  2,889,104 

Total  $17,261,788  $5,572,747 


The  Montana  Board  of  Regents  issued  a  series  of  Special 
Purpose  Bonds.  Eastern  Montana  College  assumed  responsibility  for 
Series  C  of  that  issue  to  fund  the  purchase  of  a  computer  and 
related  equipment.  The  bond  agreement  pledges  revenue  generated 
from  user  fees  and  a  special  computer  fee  assessed  to  students  of 
$1.00  per  credit  hour   (maximum  $12.00)    per  quarter. 

The  Series  C  bond  agreement  requires  a  deposit  of  $135,668  to 
a  debt  service  reserve  fund  account. 

The  annual  debt  service  requirements  for  the  next  five  years, 
including   interest,   as  of  June  30,    1986  are  as  follows: 


Year  Ending 

June  30  Series  C 

1987  $      152,286 

1988  152,316 

1989  152,307 

1990  152,307 

1991  152,346 
After    1991    (Cumulative)  298,781 

Total  $1,060,344 


6.        RETIREMENT   PROGRAMS 

Retirement  benefits  are  provided  for  the  academic  staff 
through  the  Montana  Teachers'  Retirement  System  (TRS)  and  for 
the     non-academic     staff     through     the     Montana     Public     Employees' 
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Retirement  System  (PERS).  Both  plans  are  operated  by  the  State 
of  Montana  and  membership  is  compulsory.  Contributions  for  par- 
ticipants and  the  College  are  based  on  a  percentage  of  the  partici- 
pant's salary. 

Defined  benefits  under  both  plans  are  based  on  years  of 
service  and  final  average  salary  of  the  participant.  The  actuarial 
present  value  of  vested  benefits  and  the  amount,  if  any,  of  un- 
funded past  service  costs  for  employees  covered  under  the  plan  has 
not  been  determined.  The  College's  share  of  the  cost  of  these 
plans  for  the  year  ended  June  30,  1986  and  1985  were  $678,783  and 
$657,993   respectively. 

7.        COMMITMENTS  AND   CONTINGENT   LIABILITIES 

Accounting  for  major  construction  projects  of  the  College  is 
performed  by  the  Architecture  and  Engineering  Division  of  the 
Montana  Department  of  Administration.  At  June  30,  1986  the  Stu- 
dent Union  Project  had  remaining  spending  authority  of  approxi- 
mately $1,721,155.  The  total  authorized  spending  amount  is 
$4,500,000.  Other  projects  of  the  College  have  remaining  spending 
authority  of  approximately  $391,052. 

In  accordance  with  FASB  Statement  No.  43  "Accounting  for 
Compensated  Absences",  the  liability  and  charge  for  compensated 
absences  related  to  current  and  previous  years  are  recorded  in  the 
unrestricted  current  fund. 

The  value  of  unused  vacation  and  sick  leave  of  $950,760  accu- 
mulated by  employees  is  recorded  as  a  liability.  At  June  30,  1986 
permanent  staff,  other  than  contract  faculty,  may  accumulate  and 
carry  to  the  following  calendar  year,  two  times  the  maximum  number 
of  vacation  days  earned  annually.  Unused  vacation  leave  is  pur- 
chased at  full  value  from  employees  upon  termination.  Unused  sick 
leave  earned  since  July  1,  1971  is  purchased  from  all  employees  at 
twenty-five   percent  of  its  value   upon   termination. 
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8.        LEASES 

During  the  year  ended  June  30,  1985,  Eastern  Montana  College 
entered  into  a  sublease  agreement  with  the  State  of  Montana  for  a 
telephone  system. 

The    following    is    a    schedule    by    years    of    the    future    minimum 

rental     payments     required     under     the     lease    agreement     which     will 

expire  November,    1993. 

Year  Ending 
June  30 

1987  $144,332 

1988  144,332 

1989  144,332 

1990  144,332 

1991  144,332 
Later  years  192,442 

Total  minimum 

payments   required  $914, 102 


During  the  year  ended  June  30,  1986,  Eastern  Montana  College 
recorded  $144,332   in  expenditures  under  this  lease  agreement. 

9.   BONDS  PROCEEDS  CLEARING 

In  order  to  facilitate  the  accounting  for  the  1985  Series  A  bond 
defeasement  and  refunding  of  Series  A  1984  bonds,  and  Series  B, 
which  was  a  new  issue,  the  College  established  a  bond  proceeds 
clearing  sub-fund  within  the  Plant  Debt-Service  fund.  A  detail  of 
the  fund  transactions  follows: 
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Sources: 

Bond  Proceeds 

Accrued  Interest 

Less:   Underwriter's  Discount 

Deposit  by  College 

Total  Sources 


Series  A 

$7,125,000 
45,998 
(171,000) 
930,000 

$7,929,998 


Series  B 
43,825,000 
(91,800) 

$3,733,200 


Uses: 


Retirement  of  Old  Bonds 

in  Escrow 
Bond  Insurance  Costs 
Debt  Service  Reserve 
Construction  Fund 
Insurance  Premium 

Total  Uses 


$7,640,700 

91,000 

112,098 

86,200 

$7,929,998 


$   53,500 

186,000 

3,444,700 

49,000 

$3,733,200 


29 


EASTERN  MONTANA  COLLEGE 
SCHEDULE  OF  ENROLLMENT  STATISTICS 
FOR  THE  TWO  FISCAL  YEARS  ENDING  JUNE  30,  1985  AND  1986 


Summer 


Fall    Winter   Spring 


Fiscal  Year  1984-85 

Enrollments  Majoring  in: 

School  of  Business  &  Economics 
School  of  Education 
Graduate  Program-Non-Degree 
School  of  Arts  &  Sciences 
General  Studies 
Human  Services 
Total  Enrollment-Head  Count 

Total  Student  Credit  Hours 

FTE  -  All  Funding  Sources 

Annual  FTE  -  Current 
Unrestricted  Funding 


383 

1 

,201 

1 

,126 

971 

388 

659 

638 

626 

531 

451 

463 

443 

299 

928 

923 

864 

144 

866 

828 

659 

39 

102 

112 

117 

1,784 

4 

,207 

4 

,090 

3,680 

14,339 

49 

,681 

48 

,573 

42,259 

991 

3 

,324 

3 

,254 

2,834 

3,420 


Summer 


Fall 


Winter   Spring 


Fiscal  Year  1985-86 

Enrollments  Majoring  in: 

School  of  Business  &  Economics 
School  of  Education 
Graduate  Program-Non-Degree 
School  of  Arts  &  Sciences 
General  Studies 
Human  Services 
Total  Enrollment-Head  Count 

Total  Student  Credit  Hours 

FTE  -  All  Funding  Sources 

Annual  FTE  -  Current 
Unrestricted  Funding 


281 

1 

,098 

1 

,038 

894 

456 

708 

753 

725 

707 

413 

427 

445 

317 

964 

975 

920 

176 

856 

776 

643 

55 

134 

135 

126 

1,992 

4 

,173 

4 

,104 

3,753 

15,539 

48 

,717 

48 

,141 

42,684 

1,072 

3 

,268 

3 

,230 

2,866 

3,442 


Note:     Does  not  include  statistics  of  the  Continuing  Education 
and  Extended  Studies  Programs. 
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AGENCY    RESPONSES 


Page  2 


is  earmarked  for  capital  acquisition  or  repla-cement .  The 
"sinking  fund"  approach  would  probably  help  clarify  the  con- 
cerns of  auditors,  legislators  and  other  financial  statement 
readers  in  regards  to  the  appropriate  level  of  fund  balances. 

T  will  suggest  to  the  Commissioner  and  the  Board  of  Regents 
that  we  develop  a  financial  accounting  policy  for  recharge 
centers  for  the  University  System  in  the  coming  biennium. 


Sincerley , 


Jfohn  H.  Noble,  Jr. 
>eputy  Commissioner  for 
Management  and  Fiscal  Affairs 


JHN/llt 
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